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The Legislative Audit Committee 
of the Montana State Legislature: 


Transmitted herewith is the report on the audit of the Board of 
Investments for the year ended June 30, 1980. 


The audit was conducted by Arthur Andersen and Co., Certified 
Public Accountants, under a contract between the firm and our 
office. The comments and recommendations contained in this report 
represent the views of the firm and not necessarily the Legislative 
Auditor. 


The agency's written response to the report recommendations is 
included in the back of the audit report. 


Respectfully submitted, 


Pi prin £0 fpeecoPO— 


Morris Le Brusett, CP A’. 
Legislative Auditor 
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STATE OF MONTANA BOARD OF INVESTMENTS 
OVERVIEW OF AUDIT 


JUNE 30, 1980 


Our examination of the financial statements of the State of Montana 
Board of Investments was conducted primarily to enable us to render an opinion 
as to the fairness of their presentation. Included in this report are our 
opinions on the June 30, 1980 financial statements expressed in our auditors' 
reports dated September 10, 1980. In conjunction with our examinations, the 
Montana legislative auditor specifically requested that our audit procedures 


include the following: 


Ie Review state laws applicable to the Board and determine the 


Board's compliance therewith; 


De Physically examine all securities held by the Treasurer's office at 
June 30, 1980 and confirm with the holding institution those securities 


held in safekeeping; 


Bis Confirm with the servicing institution, the outstanding balances 


for all mortgages and SBA loans owned at June 30, 1980; 


4. Examine all mortgages and related documents at specified bank 


locations; 
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Be Test the accuracy of individual securities listed in the portfolio; 


6. Test Short-Term Investment Pool transactions to determine compliance 


with established guidelines for operation of the pool; 


The Examine minutes of the monthly Board of Investments' meetings. 


During our examination, several items came to our attention which 
should be considered by the Board and which are included on pages 18-20 of 
this report under the title "Memorandum of Suggested Improvements in Accounting 
Procedures and System of Internal Control"'. These items were considered by 
us during our examination; however, they do not modify the opinions expressed 
in our auditors' reports. The Board's actions relating to these suggestions 


should result in improved procedures and controls in future periods. 
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STATE OF MONTANA BOARD OF INVESTMENTS 


APPOINTIVE AND ADMINISTRATIVE OFFICIALS 


JUNE 30, 1980 


BOARD OF INVESTMENTS 


Dean H. Albert, Chairman Term Expires January 5, 1981 

John MacMillan Term Expires January 5, 1981 

Patricia P. Douglas Term Expires January 5, 1981 

John A. Hauf Term Expires January 1, 1983 

Joseph B. Reber Term Expires January 1, 1983 

Jay Lalonde (deceased July, 1980) Term Expired January 1, 1983 

ADMINISTRATIVE OFFICIALS 

David M. Lewis Director, Department of Administration 
James R. Howeth Investment Officer 

Rodney G. Young Assistant Investment Officer 
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STATE OF MONTANA BOARD OF INVESTMENTS 


SUMMARY OF RECOMMENDATIONS 


JUNE 30, 1980 


As a separate section in the front of each audit report, we include 
a listing of all recommendations together with a notation as to whether the 
agencies concur or do not concur with each recommendation. This listing 
serves as a means of summarizing the recommendations contained in the report 
and the related agencies' replies thereto and also as a ready reference to 
the supporting comments. The full text of the recommendations and the agencies' 
replies thereto are included under the title ''Memorandum of Suggested 


Improvements in Accounting Procedures and System of Internal Control". 


Page 
Adjustments to Money Max - 
The Board should review the Money Max System and 
determine what action, if any, should be taken with respect 
to properly accounting for interest received adjustments. 19 
Board reply - Concur. See page 22. 
Physical Examination of Mortgages - 
The Board should instruct certain mortgage servicing 
agencies to update and complete certain mortgage files. 20 


Board reply - Concur. See page 22. 
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STATE OF MONTANA BOARD OF INVESTMENTS 


ALL FUNDS, EXCLUDING THE SHORT-TERM INVESTMENT POOL 


FINANCIAL STATEMENTS 


AS OF JUNE 30, 1980 AND 1979 


TOGETHER WITH 


AUDITORS' REPORT 
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ARTHUR ANDERSEN & Co. 


BoIseE, IDAHO 


To the Legislative Audit Committee 
of the Montana State Legislature: 


We have examined the statements of investments managed by the State 
of Montana Board of Investments All Funds, Excluding the Short-Term Investment 
Pool as of June 30, 1980 and 1979, and the related statements of investment 
income and changes in investments managed for the years then ended. Our 
examinations were made in accordance with generally accepted auditing standards 
and, accordingly, included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 


In our opinion, the financial statements referred to above present 
fairly the investments managed by the State of Montana Board of Investments 
All Funds, Excluding the Short-Term Investment Pool as of June 30, 1980 and 
1979, and its investment income and the changes in its investments managed 
for the years then ended, in conformity with generally accepted accounting 
principles applied on a consistent basis. 


Our examinations have been made primarily for the purpose of forming 
the opinion stated in the preceding paragraph. The portfolio information as 
of June 30, 1980, contained in Appendix A of this report, although not considered 
necessary for a fair presentation of the aforementioned financial statements, 
is presented as supplementary information and has been subjected to the audit 
procedures applied in the examination of the basic financial statements. In 
our opinion, the portfolio information is fairly stated in all material 
respects in relation to the basic financial statements, taken as a whole. 


Cisbiece (hed asta, + Op, 


Boise, Idaho, 
September 10, 1980. 
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INCOME : 


Interest income 

Dividend income 

Gain on sale of investments 
Rental income 


EXPENSES : 


Administrative expenses 


STATE OF MONTANA BOARD OF INVESTMENTS 


ALL FUNDS, EXCLUDING THE SHORT-TERM INVESTMENT POOL 


STATEMENTS OF INVESTMENTS MANAGED 


JUNE 30, 1980 AND 1979 


Net amortization of deferred losses on bond swaps (Note 2) 


$ 66,172,040 
2,299,614 
9,401 


(108, 763) 
©5350) 


1980 1979 
Investments managed at book value (current value of $738,012,984 in 1980 and 
$666,312,061 in 1979) (Note 2) $820,192, 439 $708,740, 868 
Dividends and interest receivable 15,059,997 11,947,238 
Net unamortized deferred losses on bond swaps (Note 2) 6,336,310 5,148,671 
Interest purchased receivable W277) 5 5¥3h7/ 148 ,562 
Total investments managed $841,766,333 $725 ,985,339 
STATEMENTS OF INVESTMENT INCOME 
FOR THE YEARS ENDED JUNE 30, 1980 AND 1979 
1980 1979 


$ 50,002,724 
1,725,549 


(104,265) 
(1,061,325) 


Net investment income 


The accompanying notes and Schedule 1 are an integral part of these financial statements. 
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STATE OF MONTANA BOARD OF INVESTMENTS 


ALL FUNDS, EXCLUDING THE SHORT-TERM INVESTMENT POOL 


STATEMENTS OF CHANGES IN INVESTMENTS MANAGED 


FOR THE YEARS ENDED JUNE 30, 1980 AND 1979 


TOTAL INVESTMENTS MANAGED, BEGINNING OF YEAR 
Net investment income 
Income remitted to agencies 
Increase in dividends and interest receivable 
Interest purchased during the year 
Collection of interest purchased during the year 
Increase in interest purchased receivable 


Net bond swap losses incurred during the year 
Net amortization of deferred bond swap losses 


Increase (decrease) in net unamortized deferred 
losses on bond swaps 


Increase in book value of investments due to net 
amortization of discounts and premiums 


Investments purchased 


Investments sold and matured 


Increase in book value of investments 
purchased 


TOTAL INVESTMENTS MANAGED, END OF YEAR 


The accompanying notes and Schedule 1 are 


67,458,198 
(64,345,439) 


wee wm eM ew ee ee ee ee 


S35) 5 BZD 
(566,200) 


2,141,150 
(953,511) 


5 461,058,430 
(5,350,442 ,317) 


an integral part 


i 


1980 1979 
$725,985, 339 
51,701,488 
(49,878,318) 


3,112,759 
391,042 
(324,446) 
29,025 
812,090 
(1,061,325) 
1,187,639 
835,458 
5,310,552,884 
(5,228,156,517) 
110,616,113 
$841,766, 333 


of these financial statements. 


$641,199 ,622 


1,823,170 


66,596 


(249 ,235) 


748,819 
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STATE OF MONTANA BOARD OF INVESTMENTS 


ALL FUNDS, EXCLUDING THE SHORT-TERM INVESTMENT POOL 


NOTES TO FINANCIAL STATEMENTS 


JUNE 30, 1980 


HISTORY AND ORGANIZATION: 


The State of Montana Board of Investments (the Board) was created by an 
act of the Legislature to invest and manage the State of Montana's 
investment funds on a centralized basis. The investments and the 
income therefrom are owned by various State of Montana agency funds 
and managed on their behalf by the Board. 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
Investments 


Investments, except mortgages, are presented in the statements of 
investments managed at book value (original cost adjusted for discount 
and premium amortization where applicable). Mortgages are presented 
in the statements of investments managed at par value. Mortgage 
discounts are recorded in the accounting records of the applicable 
administrating agencies. Current values for publicly traded securities 
are determined primarily by reference to market prices supplied to the 
Board by various brokerage houses. Unrealized market loss on investments 
managed was $39,750,648 in 1980 and $5,100,628 in 1979. The investments 
managed relate principally to investments which will be held to maturity 
or otherwise disposed of at no significant loss to the fund. 


Premiums and discounts are amortized using the straight-line method over 
the life of the securities. An average life of eight years is used 
for amortization of mortgage discounts. 


Bond Swaps 


Bond swaps involve trading one security for another security having the 
same par value for the purpose of enhancing portfolio content and/or 
yield. The Board defers gains and losses resulting from bond swaps 
and amortizes such gains and losses over the shorter of either the 
remaining life of the bonds sold or the replacement bonds purchased. 
As shown in the accompanying financial statements at June 30, 1980 and 
1979, the accumulated net unamortized deferred losses on bond swaps 
aggregated $6,336,310 in 1980 and $5,148,671 in 1979. The net amortization 
of the deferred losses on bond swaps totaled $953,511 in 1980 and 
$15,061,325 an 19/79). 
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INVESTMENTS NOT UNDER DIRECT CONTROL: 


During fiscal year 1980, the Board obtained direct control over mortgages 
previously administered by the Teachers' Retirement System. Direct 
control over mortgages previously administered by the Public Employee's 
Retirement System and the Workers' Compensation Division was obtained 
during fiscal year 1979. Buildings and land, the cost of which are 
also included in investments managed in the accompanying financial 
statements, are still not under direct control of the Board. The 
agencies administering these assets maintain control and provide the 
Board with the necessary financial information. Rental income from 
these buildings and interest income from the mortgages are included in 
the statements of investment income; however, occupancy and depreciation 
charges relating to the buildings are not material and have not been 
included in the statements of investment income. 


The book value of these assets included in investments managed in the 
accompanying financial statements at June 30, 1980 and 1979 are as 
follows: 


1980 USES, 
Mortgages $ = $34,933,215 
Land and Buildings Sal 72a 299 581) 
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FUND 


Treasurer's Fund 

Public Employees' Retirement Fund 
Teachers' Retirement Fund 

Trust and Legacy Fund 

Workers' Compensation Fund 

Highway Building Complex Sinking Fund 
Statewide Police Reserve Fund 
Sheriffs' Retirement Fund 
Educational Trust Fund 

Volunteer Firemans' Fund 

Permanent Coal Trust Fund 
University of Montana 

Montana State University Trust Fund 
Long Range Building Sinking Fund 
Long Range Building Fund 

Eastern Montana College Trust Fund 
Northern Montana College Trust Fund 
Common School I & I Fund 

Game Wardens' Retirement Fund 
Social Security Fund 

Montana Judges' Retirement Fund 
Hail Insurance Fund 

Subsequent Injury Fund 

Highway Patrol Retirement Fund 
Resource Indemnity Fund 

Montana Tech, P.E., Building Sinking Fund 
Deaf and Blind Fund 

William L. Murphy Fund 

Teachers’ Retirement Fullam Fund 
Dixon Endowment Fund 

Peter Potter Trust Fund 

Trust Contractors' License Fund 
Federal Revenue Sharing 

Crime Victims Fund 

Uninsured Employer's Fund 


STATE OF MONTANA BOARD OF INVESTMENTS 


ALL FUNDS, EXCLUDING THE SHORT-TERM INVESTMENT POOL 


ee a a 


SCHEDULE OF INVESTMENT INCOME BY FUND 


FOR THE YEARS ENDED JUNE 30, 1980 and 1979 
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1980 


INCOME 
REMITTED TO 


AGENCIES 


6) 9533,373 
18,490,495 
14,539,929 

7,911,104 
4,966,315 
99 ,323 
427,034 
402,207 
D134, 100 
169,022 
1,818,177 
842 
29,1311 
231,986 


28,273 
1,419,214 
190,657 
1,443,405 
194,951 
40,705 
168,355 
475,798 
1,082,090 
14,593 
3,453 
17,233 
1,457 
3,830 

Ga 


475 ,069 


wee ew ee ee ee 


NET 
INVESTMENT 
INCOME 


$ 8,880,203 
19,321,321 
14,936,461 

8,173,410 
5,110,967 
56,210 
443,503 
432,931 
1,475,567 
165,227 
2,245 ,692 
646 
128,176 
188,477 


34,071 
1,598,033 
193,319 
1,484,552 
200 , 866 
40,705 
168,809 
500,759 
1,129,596 
14,593 
4,488 
17,842 
13527 
3,830 
(973) 
475,069 
19,026 


INCOME 
REMITTED TO 


AGENCIES 


$ 3,477,036 
15,781,857 
12),903.231 

6,631,429 
4,714,651 
82,300 
S257 
310,185 
547,567 
143,150 
571,796 
897 
24,040 
201,344 
15,011 
20,702 
720 
763,524 
159,477 
953,843 
156,291 
40,698 
145 ,593 
397,421 
882,593 
5,967 
16,501 
18,870 
1320 
3,829 
1392 
537,807 
37,498 


Schedule 1 


NET 
INVESTMENT 
INCOME 


$ 3,567,226 
16,357,251 
13) 27/2),523 

6,813,640 
4,788,014 
115,200 
351,411 
326,550 
665,932 
154,249 
801,966 
897 
23,017 
231,629 
11,179 
25,473 
411 
834,921 
170,987 
968,284 
167,378 
40,698 
151,605 
411,625 
931,427 
7,789 
7,021 
19,380 
1,372 
4,788 
3,003 
437,344 
37,498 
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STATE OF MONTANA BOARD OF INVESTMENTS 


SHORT-TERM INVESTMENT POOL 


FINANCIAL STATEMENTS 


AS OF JUNE 30, 1980 AND 1979 


TOGETHER WITH 


AUDITORS' REPORT 


aTMRMATATE SALOMANTA 


QIG) GHA O8er ,Oc SMT IO BA 


7 : 
a 
HTIW AGHTSOOT 
7 
THOTAA *2AGTIALUA | . 


ARTHUR ANDERSEN & Co. 


BoIseE, IDAHO 


To the Legislative Audit Committee 
of the Montana State Legislature: 


We have examined the statements of investments managed by the State 
of Montana Board of Investments Short-Term Investment Pool as of June 30, 
1980 and 1979, and the related statements of investment income and distributions 
and changes in investments managed for the years then ended. Our examinations 
were made in accordance with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 


In our opinion, the financial statements referred to above present 
fairly the investments managed by the State of Montana Board of Investments 
Short-Term Investment Pool as of June 30, 1980 and 1979, and its investment 
income and distributions and the changes in its investments managed for the 
years then ended, in conformity with generally accepted accounting principles 
applied on a consistent basis. 


Our examinations have been made primarily for the purpose of forming 
the opinion stated in the preceding paragraph. The portfolio information as 
of June 30, 1980, contained in Appendix A of this report, although not considered 
necessary for a fair presentation of the aforementioned financial statements, 
is presented as supplementary information and has been subjected to the audit 
procedures applied in the examination of the basic financial statements. In 
our opinion, the portfolio information is fairly stated in all material 
respects in relation to the basic financial statements, taken as a whole. 


Ltlheck Ldlcec Ce, 


Boise, Idaho, 
September 10, 1980. 
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Cash 
Interest receivable 


STATE OF MONTANA BOARD OF INVESTMENTS 


SHORT-TERM INVESTMENT POOL 


STATEMENTS OF INVESTMENTS MANAGED 


JUNE 30, 1980 AND 1979 


Investments managed at current value 
(cost of $209,196,112 in 1980 and 
$181,789,885 in 1979) (Note 2) 


Total assets 


Accrued expenses 


Value of units 


Income due participants 


Net asset value 


Units outstanding 


Unit value 


The accompanying notes and Schedule 1 are an integral 


1980 
S 224,509 
4,768,767 


213,693,668 


218,686,944 


(23,836) 


218,663,108 


(2,034,929) 


218.971 


$998.59 


part of these financial statements. 
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1979 
$ 4,889 
3.279922 


179,256,423 


182,540,533 


(23,091) 


182,517,442 


(1,348,035) 


182,204 
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STATE OF MONTANA BOARD OF INVESTMENTS 


SHORT-TERM INVESTMENT POOL 


STATEMENTS OF INVESTMENT INCOME AND DISTRIBUTIONS 


FOR THE YEARS ENDED JUNE 30, 1980 AND 1979 


Interest income 
Administrative expenses (Note 2) 


Net income 
Income purchased by participants 
Income due participants, beginning of year 


Income available for distribution 


Income distributed on units sold (Note 2) 
November distribution (Note 2) 
May distribution (Note 2) 


Total distributions 


Income due participants, end of year 


The accompanying notes and Schedule 1 are an integral part 


1980 


$20),125;,.379 
(272,626) 


19) 652,793 


25921 Oo 
1,348,035 


P7467 919 
8,314,429 
11,631,502 


of these financial statements. 
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$14,837,352 
(258,692) 


14,578,660 


1,553,956 
1,091,227 


1,536,420 
6,751,755 
7,587,633 


ak id 

Oat TER bLe 
(See, 825) 
et ee 
Gea, ATS, 35 

a - 

Bie, beat 

Fes. 700, 6 
eda soe 


Bhd caldadl 


£68 058,01 


"em mete ome mm 


Oph, are. t 
eer tet. 
‘£EO, 382 ,° 


eee eas eee 


aOR eke et 


eee inaloadl 


S00 Bde. i 5, 
rss 


Ose) 


eVE, =o7,0c¢ 
fai2, 252) 


224 2m, 0 


Fae, vee, 5 
CFO Bett 


ve ete a Se 


BUTT BEY ES 


nt a oie 


De TRF 8 
rio, O5e a 
Re, FOO, 01 


—— 


faq iedase ce oil wtatadse Bed gotan gaiyaaderese ent 
-ntamavade Jekioectt eed ea 


La 


- - 
omoand 
ns 


atampirtaay: | storie 
yen}, To gapindpaw , =. 
neisodi erent got Oda ine 


(2 ston) bree wtiae, sad tant rw ele 
(2 wien). 3 ‘ 
fh aclel. a 


ewroisediroakh | 


cont fo tow «Sadiee) ay ed 4 


STATE OF MONTANA BOARD OF INVESTMENTS 


SHORT-TERM INVESTMENT POOL 


STATEMENTS OF CHANGES IN INVESTMENTS MANAGED 


FOR THE YEARS ENDED JUNE 30, 


1980 AND 1979 


Net asset value, beginning of year 
Value of units purchased by participants 


Change in current value of 
investments managed 


Value of units sold by participants 


Net asset value, end of year 


1980 


$181,169 ,407 


98,758,064 


696,955 


(63,996,247) 


$216,628,179 


1979 


$170,051,587 


80,986, 353 


(231,490) 


(69 ,637 ,043) 


$181,169,407 


The accompanying notes and Schedule 1 are an integral part 
of these financial statements. 
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STATE OF MONTANA BOARD OF INVESTMENTS 
SHORT-TERM INVESTMENT POOL 


NOTES TO FINANCIAL STATEMENTS 


JUNE 30, 1980 


IRE HISTORY AND ORGANIZATION: 


The State of Montana Board of Investments (the Board) was created by an 
act of the Legislature to invest and manage the State of Montana's 
investment funds on a centralized basis. The Short-Term Investment 
Pool (STIP) provides a short-term investment vehicle for participants 
(state and local governmental units) with a relatively small amount to 
invest. Investment in STIP affords the participant liquidity and a 
return on their investment. The investments and the income of STIP 
are owned by the participants as they purchase units and are managed 
on their behalf by the Board. 


27 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 


Administrative Expenses 


Administrative expenses incurred by the Board are charged to STIP daily 
based on the Board's expenses applicable to STIP. 


Income Distribution 


The value of units purchased or sold includes a daily computation of net 
asset value and income; therefore, income to point of sale is included 
in proceeds to the seller. Cash distributions of income are made to 
continuing participants on the last working day in the months of May 
and November. The amounts shown for value of units purchased and sold 
by participants are net of income purchased and income sold, respectively. 


Money Max System 


On July 1, 1979, the Board converted from a manual to an automated 
system (Money Max) for STIP accounting. Money Max automatically 
accrues investment income and expenses, computes unit values, etc., on 
an individual fund basis. Current values for investments are determined 
by Money Max through direct computer access from a New York securities 
valuation firm. Investments are presented in the statements of 
investments managed at current value. The value of investments 
managed is adjusted daily for changes in the current value. 
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STATE OF MONTANA BOARD OF INVESTMENTS 


SHORT-TERM INVESTMENT POOL 


SCHEDULE OF INVESTMENT INCOME BY FUND 


FOR THE YEARS ENDED JUNE 30, 1980 and 1979 


Treasurer's Fund 

Resource Indemnity Fund 

Common School I & I Fund 

Long Range Building Fund 
Educational Trust Fund 

Highway Patrol Retirement Fund 
Statewide Police Reserve Fund 
Local Impact Fund 

Sheriffs' Retirement Fund 
Montana State University 

Hail Insurance Fund 

Permanent Coal Trust Fund 
Agency Insurance Fund 

Game Wardens' Retirement Fund 
Montana Judges' Retirement Fund 
Volunteer Fireman's Fund 
Highway Complex Headquarters Fund 
Subsequent Injury Fund 
University of Montana 

Federal Revenue Sharing, Capital Construction Fund 
Coal Tax-Park Acquisition 

Lands & Resource Development Fund 
Montana Tech 

Woodville Highway Replacement 
Eastern Montana College 

Montana Rural Rehab. Fund 
Northern Montana College 
William Murphy Fund 

Wheat Research & Marketing Fund 
Livestock Commission Funds 
Western Montana College 

Flood Insurance Fund 
Agriculture Funds 
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1980 
INCOME 
DISTRIBUTED 


Si2etasenl7 
93,440 
359,901 
1,090,246 
87,929 
5,344 
31,601 
515,242 
14,681 
767,709 
251,424 
299,953 
526,532 
11,053 
6,201 
5,882 
28,203 
4,143 
275 ,666 
(397) 
253,740 
136,947 
76,170 
162,881 
72,094 
2,617 
26,075 
1,954 
Ma) Pith 
52,848 
31,367 
24,184 
32,179 


NET 


INCOME 


$12,461,409 
113,801 
392,259 
1, 1705710 
86,389 
6,692 
34,160 
548 ,530 
15,136 
800,712 
262,377 
373,688 
551,927 
13,235 
7,320 
5,934 
28,631 
4,660 
285,358 
(2,601) 
276,134 
144,093 
77,478 
166,155 
85,129 
2,174 
27,160 
1,988 
27,790 
56,818 
30,803 
24,695 
32,858 


INCOME 
DISTRIBUTED 


$ 9,237,935 
225701 
191,625 
574,053 
71,097 
10,582 
29,170 
244,820 
26,093 
3725278 
135,273 
140, 369 
325,902 
B77 
6,917 
3,757 
27,546 
S977, 
191,113 
28,232 
104,007 
80,747 
51,635 
140,934 
26,189 
14,464 
23,769 
1,853 
16,395 
33,948 
DT lea 
19,918 
27,039 


1979 


Schedule 1 


NET 


INCOME 


$ 9,415,207 
24,617 
193,022 
607,114 
65,590 
11,614 
30,997 
251,124 
27,950 
376,194 
137,070 
148,059 
337,971 
6,140 
7,070 
4,000 
25,111 
3,743 
196,796 
28,168 
107,070 
83,197 
52,927 
142,083 
27,055 
12,538 
24,160 
1,854 
16,469 
35,158 
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Schedule 1 


STATE OF MONTANA BOARD OF INVESTMENTS 
SHORT-TERM INVESTMENT POOL 
SCHEDULE OF INVESTMENT INCOME BY FUND 


FOR THE YEARS ENDED JUNE 30, 1980 and 1979 


(CONTINUED ) 
1980 1979 

INCOME NET INCOME NET 

DISTRIBUTED INCOME DISTRIBUTED INCOME 
Deaf & Blind Bequest Fund 6,032 6,359 2,751 3,045 
Donable Property Fund 6,614 6,754 6,187 6,145 
Board of Oil & Gas Fund 19,459 22,959 11,788 11,897 
Foster Children Fund 9,614 9,978 7,154 7,220 
Teachers! Retirement Fullam Fund 1,149 e233 400 417 
Water & Waste Water Operators Fund 1,896 1,942 1,462 1,489 
Uninsured Employers' Fund 9,449 ost 10,156 ZZ 
Potter Trust Fund 4,388 4,584 627 828 
Eugene W. Price Scholarship 1,283 Hoda 1,057 1,067 

Crime Victims Fund 4,119 5,495 = = 

Group Benefits Fund 52,618 60,845 = = 

Joseph Homan Fellowship 22 104 = = 
Other Non-State Agencies 1,143,291 1,140,322 16335) ,OBSe) 1,300,445 
$18,680,574 $19,384,595 SUS SSIS}5 Pz $13,818,672 
Note: The amounts shown above as income distributed and income earned by participants in the STIP include gains and losses of the 


individual funds resulting from sales of units in the STIP at amounts greater than or less than their original purchase cost. 


These gains and losses are accumulated by the Board and reported by the Board to the STIP participants. 


These gains and losses 


are those of the STIP participants and not those of the Board and are therefore not reflected in the accompanying financial 
statements. Accordingly, the amounts shown above do not agree with the income distributed amounts shown in the accompanying 


statement of investment income and distributions. 
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STATE OF MONTANA BOARD OF INVESTMENTS 


MEMORANDUM OF SUGGESTED IMPROVEMENTS 
IN ACCOUNTING PROCEDURES AND SYSTEM OF INTERNAL CONTROL 


SEPTEMBER 1980 


co > ,s O¢ A rr £5 
ETASMLCavi. 2 UAAD AVAL RUES ” 


ARTHUR ANDERSEN & Co. 


999 MaIn STREET 


Boise, IDAHO 83702 


(208) 345-0937 


Legislative Audit Committee 
Montana State Legislature 


Gentlemen: 


The accompanying memorandum includes suggestions for improvements 
of accounting procedures and internal accounting control measures that came 
to our attention as a result of our examination of the financial statements 
of the investments managed by the State of Montana Board of Investments (the 
Board) for the year ended June 30, 1980. The matters discussed herein were 
considered by us during our examination and they do not modify the opinions 
expressed in our auditors' reports dated September 10, 1980, on such financial 
statements. 


In accordance with generally accepted auditing standards, we performed 
a review and evaluation of existing internal accounting controls for the 
purpose of providing a basis for reliance thereon in determing the nature, 
timing and extent of the audit tests applied in connection with our examination 
of the Board's 1980 financial statements. While certain matters which came 
to our attention during the review are presented in the accompanying memorandum 
for the consideration of management, such a review was not designed for the 
purpose of making detailed recommendations and would not necessarily disclose 
all weaknesses in the existing system. 


The accompanying memorandum also includes comments and suggestions 
with respect to other financial and administrative matters which came to our 
attention during the course of our examination of the financial statements. 
These matters are offered as constructive suggestions for the consideration 
of management as part of the ongoing process of modifying and improving 
accounting control and other financial and administrative practices and 
procedures. 


Very truly yours, 


Liter Chante + P, 
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Adjustments to Money Max The Money Max system used to account for 


Short-Term Investment Pool (STIP) activity, 
automatically computes accrued interest on investments held by the STIP based 
on a 365 day year. Minor differences may occur between the amount of interest 
accrued and the amount received due to different methods employed by banks to 
compute interest (360 day year, 30 day month, etc.). Because of the way the 
Money Max system is designed, differences between interest accrued and interest 
received are not reflected in the accumulated earnings computation and will 


effect the amount of earnings distributed to participants. 


We suggest that the Board review this apparent "blind spot" in the 


Money Max system and determine what, if any, action needs to or can be taken 


to correct it. 


Management Comments: 


We concur. 


19 


24 Snecios ns baeo extsye aah vonoM edt 

Suivsine (U1TRi \iood spaciseval mrsteiont 
Goret TIT? ads 94 bled cli eervnd on S2eftedel (euwsesd: 2steeiens 
Sewiesns fe J6uees sh) weeded 99995. yew @e5Re2STTIh 250i |. aewy gab 28 


OF 24fa0 yo hepal gee spadsan sa=te2ith of nun feviese: Fousms o0a ted Oe 
say vow att Ve weuerw) .) ves, foe, ye Of peep ret BOE) deste tar 
Sasts7ht base bsvzy.m seywstad AseeI9d ag semeytts5 \heaglhoat yi eater’ : 
LEty bys no2taduqae> wyyiccecs Destinos elt al Genpelter wp axe bese 
Aimofigis.es ox Sarulicetia aghbepes Ae Sammie ode, 


avs OL “soqe baiid” iageizqg: 2142 vo: pet |bs00G afr ante jae. oe 
asd 2 96 cnr be ae ahnos mutton jqte Fi ted oneepeied time Wetegn 


at 


Physical Examination of Mortgages During our examination of mortgages 


and supporting documentation purchased 
by the Board and held by the Mortgage Agency, we noted 12 instances in which 
the assignment of the mortgages had been misfiled or lost. Details of these 


mortgages have previously been furnished to the Board. 


We recommend that the Board inform the appropriate mortgage agencies 


of their concern relating to mortgage files and accounting records, and also 


request that the agencies update and complete their mortgage files. 


Management Comments: 


We concur. 
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STATE OF MONTANA BOARD OF INVESTMENTS 


PRIOR YEAR RECOMMENDATIONS 


The State of Montana Board of Investments is in substantial compliance 


with the recommendations discussed in the 1979 audit report. 


21 


= 


S5n¢fiqeco fetznszuduz ©] £3 etosmc=svu! t= bree anssoett Ia acerR ' 


7 Legye fifue C7er eds al beaenoeth ebos teteremmnesey: 


STATE OF MONTANA BOARD OF INVESTMENTS 


AGENCY REPLIES 


STATE OF MONTANA 


DEPARTMENT OF ADMINISTRATION ae 
BOARD OF INVESTMENTS _;= _ 


rine ne 


ROOM 236, MITCHELL BUILDING 
HELENA, MONTANA 59601 
October 3, 1980 (406) 449-2656 


Mr. Paul Fisk 

Arthur Andersen & Co. 
999 Main Street 
Boise, Idaho 83702 


Dear Paul: 


Below are our responses to the recommendations contained in your report 
on the audit of the State of Montana, Board of Investments. 


RECOMMENDATION: The Board should review the Moneymax System and deter- 
mine what action, if any, should be taken with respect to properly 
accounting for interest received adjustments. 


RESPONSE: We concur 


RECOMMENDATION: The Board should instruct certain mortgage servicing 
agencies to update and complete certain mortgage files. 


RESPONSE: We concur 


If we may be of further assistance or provide additional information, 
please let me know. 


Sincerely, 


dames R. Howeth 
Investment Officer 
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STATE OF MONTANA BOARD OF INVESTMENTS 


PORTFOLIO OF INVESTMENTS 


STATE OF MONTANA BOARD OF INVESTMENTS 


SUMMARY OF PORTFOLIO 
JUNE 30, 1980 


APPENDIX A 


FUND COST MARKET 
eal LONG-TERM LONG-TERM SHORT-TERM* TOTAL 
Treasurer's Fund $ 88,155,384 $ 88,304,358 $126,545 ,437 $214,849,795 
State Funds Holding Only STIP Units = = 49 ,682 ,968 49 ,682 ,968 
Public Employees' Retirement Fund 244,299 ,633 214,954,029 - 214,954,029 
Teachers' Retirement Fund 192,920,236 173,684,511 = 173,684,511 
Trust and Legacy Fund 108,949,050 92,629,294 = 92,629,294 
Workers' Compensation Fund 59,959,191 50,780,332 - 50,780,332 
Highway Building Complex Sinking Fund 599,741 549 ,000 = 549,000 
Statewide Police Reserve Fund 5,475,899 4,572,609 530,145 5,102,754 
Sheriffs' Retirement Fund 5,072,791 4,495,903 427,022 4,922,925 
Educational Trust Fund 19,746,631 18,400,618 2,856,302 21,256,920 
Volunteer Firemans' Fund 2,176,471 1,843,224 84,612 1,927,836 
Permanent Coal Trust Fund 30,301,905 X39) AUD 9,646,000 38,399,276 
University of Montana Field House Fund 3,929 35 aK0)5) 134,018 LSV7ijo23 
University of Montana Pool Fund 1,964 to PD2 22,584 24,336 
Montana State University Trust Fund 4,843,553 4,979,687 ZROO2Z 2 2)/, 7,581,914 
Long Range Building Sinking Fund 2,124,626 2,044,838 = 2,044,838 
Eastern Montana College Trust Fund 294,900 300 , 362 1,264,876 1,565,238 
Common School I & I Fund 12,237,799 12,434,197 5,369,365 17,803,562 
Game Wardens' Retirement Fund 2,470,384 15885) 5 JUS 372,040 PEO) 5 SKS) 
Social Security Fund 15,312,368 15,248,220 = 15,248,220 
Montana Judges' Retirement Fund 2,473,294 2,084,309 206,626 2,290,935 
Hail Insurance Fund 549,731 381,060 2,940,845 BR SZ 905 
Subsequent Injury Fund 2,024,499 15735)673 103,521 1,839,194 
Highway Patrol Retirement Fund 6,090,250 5,036,338 315,209 5) 6 S35)1) (SYA 7/ 
Resource Indemnity Fund 13,609,420 11,934,646 2,584,154 14,518,800 
Montana Tech P.E. Building Sinking Fund 160,029 152,456 - 152,456 
Deaf and Blind Bequest Fund - 68,941 T3257: 142,198 
William L. Murphy Fund - 261,282 19,354 280 ,636 
Teachers' Retirement Fullam Fund - 2258 13,934 36,092 
Dixon Endowment Fund - 31,040 = 31,040 
Peter Potter Trust Fund - 43,026 ES) SVL) 88,541 
Caras Endowment Fund - 1,500 - 1,500 
Crime Victims Fund 338,783 345,124 181,638 526,762 
Other (rounding) (22) = = - 
$820,192,439 $738,012,984 206,021,649 944,034,633 


Other Non-State Agencies 12,641,459 


*Amounts shown represent current value of units held by participants. 
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